United States Attorney
Southern District of New York

FOR | MVEDI ATE RELEASE ~ CONTACT: U.S. ATTORNEY' S OFFI CE
February 11, 2003 M CHAEL KULSTAD
PUBLI C | NFORMATI ON OFFI CE
(212) 637-2600
(718) 422-1870

FEDERAL JUDGE SENTENCES FORVER
| N\VESTMENT ADVI SER TO OVER 12 YEARS | N PRI SON

JAMES B. COVEY, the United States Attorney for the
Sout hern District of New York, announced that ALAN BRI AN BOND
the fornmer President and Chi ef Executive Oficer of Manhatt an-

based i nvestnent advisory firns Al briond Capital Mnagenment, LLC
("Al briond") and Bond, Procope Capital Managenent ("Bond Procope-
"), was sentenced today in Manhattan federal court to 12 years
and 7 nmonths in prison.

United States District Judge LEONARD B. SAND sent enced
BOND followi ng his conviction of participating in two separate
schenes: (1) a kickback and bri bery schene that he engaged in
from 1993 t hrough 1998; and (2) a “cherry picking” schene that he
commtted in 2000 and 2001, while on bail awaiting trial of the
first charges filed against him BOND was convicted of the
“cherry picking” charges at a jury trial held in May and June
2002. He later pled guilty to charges relating to the kickback

and bribery schene.



The Ki ckback And Bribery Schene

BOND was originally indicted in 1999 on conspiracy,
i nvestment advisory fraud, and tax fraud offenses in connection
with a schenme in which he allegedly received nore than $6 mllion
i n ki ckbacks of brokerage comm ssions that he caused Bond Procope
clients to pay other brokerage firns. According to the
I ndi ctnent and BOND s statenments in connection with his guilty
pl ea, between the m ddle of 1996 and | ate 1998, BOND used his
di scretionary control of his clients’ accounts to direct many
mllions of dollars of the clients’ brokerage business to the
securities brokerage firnms of Lintz dover Wite & Co. ("Lintz
G over") and Value Investing Partners Inc. ("VIP'). ROBERT I
SPRUI LL, a co-conspirator who was enpl oyed as a broker at those
firms, then caused a substantial portion of those comm ssion
revenues to be unlawfully transferred to BOND. These ki ckbacks
were allegedly made through paynents to credit cards and bank
accounts of BOND and were principally used to support BOND s
lifestyle, including refurbishing his hones, purchasing vacation
homes and condom ni uns, and purchasi ng dozens of autonobil es.
According to the Indictnment and BOND s statenents at
his guilty plea, between |late 1993 and the m ddl e of 1996, BOND
m sappropri at ed hundreds of thousands of dollars of "soft dollar”
credits belonging to Bond Procope’s clients. "Soft dollar”
credits are partial rebates of comm ssions paid to securities
brokers for executing purchases and sal es of securities. Under
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the law, investnment advisers nmay use "soft dollar"” credits
generated fromtrades on behalf of their clients for the purchase
of research information and services benefitting their clients.
BOND al | egedly diverted these credits to his own use by
submtting his own credit card bills and other personal and

busi ness expenses to Brenner Securities, a now defunct securities
brokerage firm and instructing Brenner to pay these expenses
with the "soft dollar"” credits paid for by Bond Procope’s
clients.

In October 2002, BOND pled guilty to one count of
conspiracy, four counts of investnent advisory fraud, and five
counts of filing false tax returns that failed to report the
ki ckback paynments as incone. The victins of the fraud charges
i nclude the National Basketball Association Players’ Pension Plan
("NBA") and retirenent funds of the Washington Metropolitan Area
Transit Authority, Southeastern Pennsylvania Transportation
Aut hority, and Chio Police and Firenen’s Disability Pension
Boar d.

SPRUI LL previously pled guilty to conspiracy and
commercial bribery for his participation in the kickback schene.

He is awaiting sentencing.

The “Cherry Pi cki ng Scheng”

I n August 2001, BOND faced charges arising fromhis
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participation in an unlawful “cherry picking” schene, in which he

directed virtually all of his profitable securities trades to his
own personal brokerage account, while directing virtually all of
his unprofitable securities trades to accounts he nmanaged on

behal f of three pension funds that were clients of Albriond. 1In
June 2002, BOND was convicted at a jury trial on investnent
advi sory and mail fraud charges arising fromthat schene.
According to the evidence at trial, from March 2000
t hrough July 2001, BOND actively traded in securities for his own
per sonal brokerage account, and for the accounts that he managed
for Albriond s investor-clients. BOND typically waited until
late in the trading day, or until after the securities nmarkets
cl osed, before advising his broker-dealer as to which of the
accounts under his control particular trades should be directed.
Consequently, prior to making his trade all ocation decisions,
BOND was able to determ ne whether his trades were profitable or
unprofitable, on an intra-day basis. In breach of his fiduciary
obligations to his clients, BOND directed that over 93% of his
profitable trades be credited to his own personal account, while
directing less than 7% of his profitable trades to his clients’
accounts. Meanwhile, BOND directed only a small proportion of

his unprofitable trades to his own account, while directing the

vast majority of his unprofitable trades to his clients’

accounts.



I n addi tion, the evidence established that, on numerous
occasi ons, BOND engaged in after-the-fact, re-allocations of
trades, when ensuing market novenents turned apparently
unprofitable trades into profitable trades. |In those instances,
BOND di rected his broker-dealer to cancel trades previously
booked in client accounts, and re-allocate those trades -- and
the corresponding profits -- to his own personal account.

According to the evidence, BOND s trade allocation
practices resulted in dramatic disparities in the investnent
performance of his personal account, as conpared to that of his
clients’ accounts. Over the 16-nonth period of the charged
schenme, BOND s brokerage account -- which began with assets of
$263,360 -- increased by nore than $6.5 nillion, representing a
gain of nore than 5,000 percent, as calculated in accordance with
brokerage industry standards. During this sanme period, the three
Al briond client accounts lost a total of nore than $56 million in
val ue, representing | osses of between 64 percent and 73 percent
in each account.

The victins of BOND s schene were: (1) Birm ngham
Amal gamated Transit Authority Local 725 (“Birm nghani), a union
pension fund, the principal beneficiaries of which were transit
wor kers enpl oyed by the City of Birm ngham Al abama; (2) Ad

Dom nion Transit Enployees Disability & Retirenment Allowance Pl an



(“dd Domnion”), a nmunicipal retirenent plan, the principal
beneficiaries of which were transit workers enployed by the City
of Richnmond, Virginia; and (3) the Chapman Donestic Energi ng
Markets - Mnority Equity Trust (the “Chapman DEM MET”), a unit
trust which Chapman Capital Managenent, Inc., managed through
sub-advi sory arrangenments with various investnent advisers,
i ncl udi ng Al briond.

Following the jury s verdict, Judge SAND revoked BOND s
bai |, and BOND has been detai ned since.

The Sent ence

Judge SAND today sentenced BOND on the charges arising
fromboth the kickback and bri bery schene and the “cherry
pi cki ng” scheme. In addition to the 12 years and seven nonths
in prison, Judge SAND i nposed a fine of $35,6000. Judge SAND al so
directed BOND to pay approximately $6.5 mllion in restitution to
the victinms of the “cherry picking” schenme and indicated his
intent to order restitution to the victinms of the kickback and
bri bery schene by May 7, 2003.

I n i nposing sentence, Judge SAND found that BOND had
perjured hinself at his jury trial, describing BOND s testinony
as “a deliberate effort on M. BOND s part to give fal se

testinmony,” which testinony he observed to have had “a dramatic

i npact on the jury, which led to their pronpt conviction” of



BOND. Judge SAND descri bed BOND s conduct as “horrendous,” and
al so stated that BOND, “notivated by greed and ego, engaged in a
very significant course of conduct inflicting injury . . . on
t hose who continued to have confidence in him”

BOND, 40, previously resided in Upper Mntclair, New
Jersey.

M. COMEY praised the efforts of the Federal Bureau of
| nvestigation and the Crimnal Investigation D vision of the
| nt ernal Revenue Service, which jointly conducted the
investigation of this case. M. COMEY al so thanked the United
States Securities and Exchange Conmm ssion for their assistance in
t he case.

Assi stant United States Attorneys STEVEN R PEI KIN and
MARC L. MUKASEY, and Special Assistant United States Attorney
GECRCE CANELLCS, are in charge of the prosecution
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